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USEEC 

PARIS FOR OECD 

E.O.l 1652: N/A 

TAGS: ETRD, ECON, BE, EEC 

SUBJECT: EXPORT CREDITS: KLEIN VISIT TO WASHINGTON 

REF: STATE 147356 

1 . KLEIN APPRECIATED RECEIVING WORKING DOCUMENT ON 
EXPORT CREDITS (REFTEL) AND ASKED MISSION TO TRANSMIT 
EC PAPER ON SAME SUBJECT WHICH WAS SENT TO OECD 
SECRETARIAT JUNE 30. TEXT OF EC DOCUMENT AS FOLLOWS: 

BEGIN QUOTE: GUIDELINES IN THE FIELD OF EXPORT CREDITS: 

THE CONSENSUS (NOTE BY THE EUROPEAN ECONOMIC COMMUNITY). 

2. INTRODUCTION: THE EUROPEAN ECONOMIC COMMUNITY 
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ADHERED TO THE CONSENSUS BY COUNCIL DECISION OF 14 MARCH 
1977. PRIOR TO THAT FOUR OF THE MEMBER COUNTRIES HAD 
APPLIED THE GUIDELINES FROM THE OUTSET, I.E., 1 JULY 
1976. 

A. THE FIRST PART OF THIS NOTE SUMMARIZES THE EX- 
PERIENCE TO DATE OF EEC MEMBER COUNTRIES DURING THE 
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WHOLE OF THE PERIOD SINCE 1 JULY 1976, WITHOUT 
DISTINGUISHING BETWEEN THESE TWO PART-PERIODS. IN 
THE SECOND PART THE COMMUNITY RECORDS A NUMBER OF 
LESSONS DRAWN FROM ITS EXPERIENCE TO DATE, WHICH 
MIGHT SET THE FRAMEWORK FOR THE FORTHCOMING REVIEW. 

3. EXPERIENCE TO DATE - DEFINITIONS AND DEROGATIONS: 

B. EVALUATION OF ADHERENTS' EXPERIENCE OF THE 
CONSENSUS HAS NOT BEEN FACILITATED 

BY THE ABSENCE OF DEFINITIONS. FURTHERMORE, IN 
ATTEMPTING TO ASSESS THE EXTENT TO WHICH THE CON- 
SENSUS HAS BEEN HONOURED OR BREACHED, IT IS ESSENTIAL 
TO DISTINGUISH AMONG: 

(I) EXCLUSIONS AND EXCEPTIONS PROVIDED FOR IN THE 
CONSENSUS ITSELF. THESE COMPRISE: 

- TIED AID CREDITS; 

- PRIOR COMMITMENTS (WHOLLY EXCLUDED); 

- AGRICULTURAL PRODUCTS, MILITARY EQUIPMENT, 

SHIPS, AIRCRAFT, NUCLEAR POWER PLANT (WHOLLY 
EXCLUDED); 

- CONVENTIONAL POWER PLANT, STEEL PLANT, GROUND 
SATELLITE COMMUNICATIONS STATION (ONLY PARTIALLY 
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COVERED BY THE CONSENSUS); 

(II) MATCHING SITUATIONS; 

(III) "OUTRIGHT DEROGATIONS", I.E. CASES WHERE AN 
ADHERENT HAS TAKEN THE INITIATIVE TO EXCEED 
THE GUIDELINES IN CIRCUMSTANCES OTHER THAN 
THOSE AS (I) AND (II) ABOVE. 

4. NOTIFICATIONS: 

C. THE LACK OF DEFINITIONS IN THE CONSENSUS HAS 
NOT MADE IT EASIER TO IDENTIFY "OUTRIGHT DEROGA- 
TIONS" (3(111) ABOVE). BUT, ALLOWING FOR THAT 
DIFFICULTY, THE EEC HAS NO RECORD OF ANY SUCH 
DEROGATIONS SINCE THE ORIGINAL CONSENSUS BEGAN 
TO BE APPLIED LAST JULY. HOWEVER, AT PARAS. H - J 
BELOW WE SET OUT OUR PRELIMINARY VIEWS ON THE NEED 
TO CLARIFY THE PRACTICAL APPLICATION OF THE GUIDE- 
LINES, INCLUDING THE DESIRABILITY OF INCLUDING A 
NUMBER OF DEFINITIONS. 

D. AS FOR MATCHING (3(11) ABOVE), IN ONLY ONE 

CASE HAS IT BEEN NECESSARY TO MATCH A COMPETITIVE 
OFFER FROM A COUNTRY WHICH IS NOT A MEMBER OF THE 
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OECD. SEVERAL MATCHING SITUATIONS AROSE IN THE 
FIRST FEW MONTHS OF THE CONSENSUS, AT WHICH STAGE 
ONLY SEVEN COUNTRIES WERE ADHERENTS. SUBSEQUENTLY 
SEVERAL OF THE COUNTRIES WHOSE COMPETITIVE OFFERS 
ON TERMS SOFTER THAN THE CONSENSUS HAD CREATED 
THESE MATCHING SITUATIONS, THEMSELVES ADHERED. 

SINCE THEIR ADHERENCE THE NUMBER OF MATCHING SIT- 
UATIONS HAS DECLINED SHARPLY. BUT AS LONG AS SOME 
IMPORTANT CREDIT-GIVING COUNTRIES STAND ASIDE FROM 
THE CONSENSUS, ADHERENTS ARE BOUND OCCASIONALLY. 
ALBEIT RELUCTANTLY, TO HAVE RECOURSE TO MATCHING, 
EITHER FOR THE WHOLE OF A PROSPECTIVE CONTRACT 
OR FOR PART. 
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E. THAT LEAVES THE EXCLUSIONS AND EXCEPTIONS 
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PROVIDED FOR IN THE CONSENSUS (3(1) ABOVE). A 
FEW TIED CREDITS WITH GRANT ELEMENT FROM 15 PER- 
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CENT TO 25 PERCENT HAVE BEEN NOTIFIED. RATHER 
MORE PRIOR COMMITMENTS HAVE BEEN NOTIFIED, PAR 
TICULARLY IN THE EARLY MONTHS OF THE ORIGINAL 
CONSENSUS: WITH THE PASSAGE OF TIME THE NUMBER OF 
PRIOR COMMITMENTS SHOULD DISAPPEAR. THEREHAVE 
BEEN A HANDFUL OF CASES INVOLVING PRODUCTS OR 
SECTORS PARTIALLY EXCLUDED FROM THE CONSENSUS. 

F. THUS OVERALL VERY FEW CASES HAVE BEEN NOTIFIED 
UNDER THE CATEGORIES DESCRIBED AT PARAGRAPHS 
(B(I) AND B(II) ABOVE. OF THOSE WHICH HAVE, THE 
GREAT MAJORITY HAVE INVOLVED EXCEEDING 
THE GUIDELINES IN RESPECT OF EITHER MAXIMUM 
LENGTH OF CREDIT OR MINIMUM PAYMENTS BY DELIVERY. 

5. SUMMARY: 
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G. MEMBER COUNTRIES OF THE COMMUNITY HAVE ENJOYED 
A SATISFACTORY EXPERIENCE OF THE CONSENSUS. AS 
PARAGRAPHS C - F ABOVE SHOW, THE GUIDELINES HAVE 
BEEN HONOURED TO A SIGNIFICANT EXTENT. THE 
CONSENSUS IS, IN EFFECT, AN INTERNATIONAL ARRANGEMENT 
TO LIMIT COUNTER-PRODUCTIVE COMPETITION IN EXPORT 
CREDIT. AS SUCH, IT HAS SET IN A CLEARER FRAME- 
WORK RELATIONS BETWEEN (ON THE ONE HAND) THE 
NATIONAL CREDIT AUTHORITIES AND (ON THE OTHER) 

THEIR EXPORTERS OR THIRD COUNTRY BUYERS AND 
GOVERNMENTS. THE INITIAL PERIOD OF APPLICATION 
OF THE GUIDELINES IS THEREFORE REGARDED AS A 
VALUABLE FIRST STEP TOWARDS THE CONTROL OF 
EXCESSIVE EXPORT CREDIT COMPETITION. 

6. LESSONS TO BE DRAWN FROM EXPERIENCE TO DATE: 

H. THE COMMUNITY DRAWS THE FOLLOWING PRELIMINARY 
LESSONS FROM ITS EXPERIENCE TO DATE OF THE CONSENSUS: 

(1 ) ITS OVERALL STRUCTURE AND APPROACH HAVE WORKED 
REASONABLY WELL, AND SHOULD NOT BE LIGHTLY OVER- 
TURNED; BUT 

(2) IT IS DESIRABLE TO MAKE AN EFFORT TO CLARIFY 
AND REINFORCE CERTAIN SPECIFIC ELEMENTS. 

I. UNDER (2) THE FOLLOWING ELEMENTS MERIT 
DETAILED CONSIDERATIONS: 

(I) THE ABSENCE OF DEFINITIONS (PARTICULARLY 
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SIGNIFICANT IN THE CASE OF OFFICIAL SUPPORT, RATE 
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OF INTEREST, AND THE STARTING POINT OF CREDIT): 

(II) THE PARTIAL EXCLUSION OF CERTAIN PRODUCTS OR 
INDUSTRIAL SECTORS (THE POSSIBILITY OF INCLUDING 
THEM IN THE CONSENSUS OR OF OTHERWISE BRINGING 
THEM MORE INTO LINE WITH THE GUIDELINES MIGHT BE 
EXAMINED); 

(III) THE RISK THAT THE GUIDELINE MAXIMA MIGHT 
COME IN TIME TO BE REGARDED AS NORMS (THE DESIRA- 
BILITY OF INSERTING IN THE CONSENSUS SOMETHING ON 
THE LINES OF A "BEST ENDEAVOURS" CLAUSE, UNDER 
WHICH ADHERENTS WOULD UNDERTAKE TO USE THEIR BEST 
ENDEAVOURS TO MAINTAIN AND SUPPORT THE CUSTOMARY 
TERMS OF CREDIT FOR PARTICULAR TRADES, WHERE 
THESE NORMS FALL SHORT OF THE CONSENSUS MAXIMA, IS 
IN OUR VIEW MANIFEST); 

(IV) THE PRESENT GUIDELINES FOR EXPORTS TO THIRD 
COUNTRIES CONSIDERED AS RELATIVELY RICH (THE POSSIBLE 
TIGHTENING OF CERTAIN TERMS MIGHT BE CONSIDERED 
LENGTH OF CREDIT, PAYMENTS BY DELIVERY); 

(V) THE PRESENT LACK OF PROVISION FOR MAXIMUM LOCAL 
COST SUPPORT (VIEWS SHOULD BE EXCHANGED ON THE 
DESIRABILITY OF INCORPORATING INTO THE CONSENSUS THE 
LOCAL COST STANDARD CURRENTLY BEING OBSERVED BY 
MEMBERS OF OECD, AS WELL AS THE POSSIBILITY, IF IT 

IS SO INCORPORATED, OF TIGHTENING IT); 

(VI) THE PRESENT LACK OF CLARITY IN RESPECT OF 
MATCHING (GIVEN THAT, TO BEGIN WITH, JUSTIFIABLE 
MATCHING SITUATIONS MAY ON OCCASIONS PROVE UNAVOID- 
ABLE); 

(VII) BRINGING PRIOR COMMITMENTS INTO LINES WITH 
THE CONSENSUS (THE POSSIBILITY OF SETTING A DATE 
LIMITED OFFICIAL USE 
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IN 1978 FOR A FORM OF MUTUAL STOCK-TAKING AMONG 
ADHERENTS OF THEIR RESPECTIVE PRIOR COMMITMENTS 
SHOULD BE CONSIDERED). 

J. THE COMMUNITY THEREFORE TAKE THE VIEW, AT THE 
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PRESENT STAGE OF ITS EXPERIENCE OF THE CONSENSUS, 
THAT THE FORTHCOMING REVIEW SHOULD FOCUS ON THE 
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SEVEN ELEMENTS LISTED AT (I) - (VII) ABOVE. 
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